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tractholder, and dividends and other distributions paid with respect
to the shares would be taxed to the contractholder currently.

In addition, the bill extends the Revenue Ruling by providing
that the investment managers of a regulated investment company,
the shares of which are purchased with amounts paid under a
variable annuity contract, need not be affiliated with the insurance
company issuing the contract. In addition, a variable annuity con-
tract could provide for investment or reinvestment in the shares of
more than one regulated investment company (by means of sepa-
rate accounts or separate subaccounts) at the direction of the con-
tractholder.

The bill also would overturn the retroactive application of Rev.
Rul. 81-225. Under the bill, the Revenue Ruling would apply only
with respect to earnings on shares purchased with payments made
by the contractholder under the contract after September 25, 1981.
Earnings on shares purchased with payments made under the con-
tract after December 31, 1980, and before September 25, 1981,
would not be taxed currently to the contractholder.

Effective Date

Except as described in that provision of the bill which would
overturn the retroactive effect of Rev. Rul. 81-225, the bill general-
ly would apply to contracts entered into or payments made by a
contract holder after September 25, 1981.

Revenue Effect

It is estimated that the provision of the bill which would over-
turn the retroactive effect of Rev. Rul. 81-225 would involve an
undetermined, but moderate, revenue loss for fiscal year 1982.
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